In this respect, we want to investigate whether there exists some information signaling among different European markets information signaling among different European markets.
Research Questions
• The liberalization process of electricity markets in Europe is more than a decade old.
• In the meantime, mergers and restructuring of big players in generations at the international level make likely that decisions d i t t i t k i lt l l k t and price strategies are taken simultaneously on several markets, based on a common set of available information.
• There is large evidence that organized electricity spot markets There is large evidence that organized electricity spot markets are far from the ideal competitive model and therefore all sorts of behaviors and shocks may influence price formation in those markets, ranging from international fuel price, local meteo, and , g g p , , local market power behavioral shocks.
Introduction (I)
• To create a single European market for electricity the European Union
To create a single European market for electricity the European Union has issued:
Introduction (III)
• Bower (2002) finds that some European electricity markets (especially Bower (2002) finds that some European electricity markets (especially the Nordic countries, the Netherlands, and its neighbors) were already integrated to a certain extent by 2001.
• Boisseleau (2004) underlines that the level of integration of European markets is quite low.
• Armstrong and Galli (2005) 
Preliminary Analysis and VECM specification
• We test for unit root behavior of each of the four series (ADF and PP). In each case, we are unable to reject the unit root-null ) , j hypothesis at conventional nominal significance levels.
VECM
ifi ti ll f l l th f 22 (i th l l ) • VECM specification: we allow for a lag length of 22 (in the levels) and an unrestricted constant term in the VECM specification.
• The choice of optimal lag length had been done according with the lag-exclusion ( the initial specification includes 31 lags) method at 10 level of significance g 
Cointegration vectors

Persistence Profiles
• Persistence profiles (Pesaran and Shin,1996) consider the effect of a system-wide shocks on cointegrating relations, and it is given y g g , g by:
• The value of this profile is equal to 1 on impact but should tend = = 1, 2.., and 0,1, 2... The value of this profile is equal to 1 on impact, but should tend to zero as N→ ∞ if βj is indeed a cointegrating vector.
• The persistence profiles are also useful in the case of time series that are close to being I(1). If this is the case, the persistence profiles eventually converge to zero, but can be substantially different from zero for a protracted period different from zero for a protracted period.
• The persistence profiles, viewed as a function of N, provides The persistence profiles, viewed as a function of N, provides important information on the speed with which the effect of the system-wide shocks disappears.
